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HARVEY WOODS LIMITED ANNUAL REPORT 1977 


Harvey 
Woods 


TO THE SHAREHOLDERS 


AUDITORS’ REPORT 


EARNINGS Your Directors submit herewith 
the Annual Report of the Consolidated Opera- 
tions of your Company for the year ended 
December 31, 1977. Net income for the year was 
$780,000, which compares with $675,000 for 
1976, after provision for depreciation of 
$270,000 in 1977 and $260,000 in 1976. It 
should be noted that taxes on income for the 
year ended December 31, 1977, have been re- 
duced by $85,000 as a result of the 3% allowance 
on opening inventory. 


1977 OPERATIONS The down trend, resul- 
ting from weakness in retail sales reported after 
the first six months operations, was reversed. 
The much improved year-end position can be 
attributed to our ability to supply the demand 
for our products during the fourth quarter, a 
reduction of inventory levels, and the passing on 
of some cost increases through increased selling 
prices. Income per share amount to 29d. (1976 
— 25d). 


1978 PROSPECTS Department store sales 
are statistically monitored by the Government of 
Canada. The sale of your Company’s products 
relates directly to this indicator of consumer 
spending. The most recent published figures of 
these sales compared with a year ago are up 
7.6%. \t is believed that this upward trend will 
hold and that both Harvey Woods and Jockey 
Divisions will participate in this growth. Ax this 
date, our bookings and shipments position is 
modestly ahead of year ago levels. 


There are two important factors that can 
influence your Company’s future. 


(1) Canada’s ability to reach favourable bilateral 
agreements with low cost countries - it is 
expected that these agreements, if con- 
cluded, will be made before the end of 1978 
when the import restraint program expires. 


(2) The Tokyo Round of the GATT free trade 
negotiations is presently under way in 
Geneva. The Federal Government has been 
informed of the gravity of failure to exempt 
all textiles from these negotiations. Only 
40% of Canada’s textile market is domesti- 
cally manufactured. The ratio of imports 
to domestic manufacture must be reversed. 


Though the 1977 Capital Budget was $500,000, 
capital expenditures totalled $355,000 with 
$139,000 committed but not spent at year end. 
Updating our manufacturing facilities will re- 
quire the spending in 1978 of this remaining 


$139,000, in addition to a further allocation of 
$500,000. Production efficiency and cost im- 
provement will determine the way in which such 
capital spending is distributed over the capital 
budget. 


LONG TERM DEBT Particulars of the long 
term debt are given in the notes to the Consoli- 
dated Financial Statements. 


WORKING CAPITAL Working Capital in- 
creased $594,000 in the year and at December 
31, 1977 stood at $4,681,000. Details of the 
source and application of funds are shown in the 
Consolidated Statement of Changes in Financial 
Position. 


SUBSIDIARIES 

THOMSON RESEARCH ASSOCIATES 
LIMITED The expansion of the materials testing 
facilities and the extension of the Company’s 
agency chemicals business resulted in increased 
revenue and profit. A new marketing approach 
to the Steri-Septic germicide range under the 
“Dura-Fresh” trademark is under way and this 
logo will appear initially on all Harvey Woods 
and Jockey underwear and hosiery. 

KROY UNSHRINKABLE WOOLS 
LIMITED We are pleased to announce that the 
International Wool Secretariat (1.W.S.) has 
endorsed the Kroy Machine and the Kroy Pro- 
cess. By agreement, the |.W.S. will assist in the 
promotion of the Kroy Process, the sale of Kroy 
Machines, and in continuing research and 
development in this field. A machine has been 
installed in the |.W.S. pilot plant in Ilkley, 
England, where it is being used to demonstrate 
the benefits of the process to potential licensees 
from several countries. Some licensee negotia- 
tions are in progress and, although it is too early 
to tell when contracts will be completed, we 
expect some royalty income late in 1978. 


GENERAL We express our appreciation to all 
Harvey Woods and Subsidiary Companies’ em- 
ployees for their support and cooperation. It 

is only through them and their individual contri- 
bution that the Company’s continued progress 
can be realized. 


On Behaif of the Board of Directors 
J. D. Woods, Chairman. 
R. W. Meeke, President. 


March 9, 1978 
Toronto, Ontario 


To the Shareholders of Harvey Woods Limited. 


We have examined the consolidated balance sheet 
of Harvey Woods Limited as at December 31, 1977 
and the consolidated statements of income, retained 
earnings and changes in financial position for the 
year then ended. Our examination was made in accor- 
dance with generally accepted auditing standards, and 
accordingly included such tests and other procedures 
as We considered necessary in the circumstances. 


In our opinion, these consolidated financial 
statements present fairly the financial position of 
the company as at December 31, 1977 and the re- 
sults of its operations and the changes in its financial 
position for the year then ended in accordance with 
generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 


Clarkson Gordon & Co. 
Chartered Accountants 


London, Canada 
February 20, 1978 


HARVEY WOODS LIMITED 


(Incorporated under the laws of Ontario) | 


CONSOLIDATED BALANCE SHEET (as at December 31) (in thousands of dollars) _ if he (Gin drowsandls ot éoilerg) 
ASSETS 1977 1976 LIABILITIES AND SHAREHOLDERS’ EQUITY 1977 1976 
Current: : - Current: _— ; 
Cash 5 13 | 
Necountenecevaale 2,903 2,564 ae to bankers demand loan (note 3) $ 2,512 $ 3,064 
Inventories (note 2) 6,646 6,628 ae Payaple and accrued charges 1,917 1,897 
Prepaid! expenses 105 257 axes payable ay. 351 220 
Portion of long term debt due within one year 198 194 
Total current assets 9,659 9,462 Total current || abilities 4,978 5,375 
Fixed: Long term debt (note 4) 795 993 
Land 40 40 | 
Buildings 1,319 1,255 T Deferred taxes 111 59 
Equipment 3,771 3,743 
Minority shareholders’ interest 9 9) 
5,130 5,038 
“¢ Shareholders’ pquity: 
Less accumulated depreciation 3,551 3,499 $$ 
Capital | 
Total fixed! assets 1,579 1,539 Authorized: 
3,500,000 common shares without par value 
Tot 11,238 11,001 
otal $11, $ Issued and fully paid: 
2,677,072'common 1,938 1,938 
Retained earnings 3,407 2,627 
5,345 4,565 


On behalf of the Board Roland W. Meeke, Director — John A. Young, Director $11,238 $11,001 


(See accompanying notes) 


(in thousands of dollars) 


LIABILITIES AND SHAREHOLDERS’ EQUITY 1977 1976 
Current: 

Due to bankers - demand loan (note 3) $ 2,512 $ 3,064 
Accounts payable and accrued charges 1,917 1,897 
Taxes payable 351 220 
Portion of long term debt due within one year 198 194 
Total current liabilities 4,978 5,375 
Long term debt (note 4) 795 993 
Deferred taxes 111 59 
Minority shareholders’ interest 9 9 


Shareholders’ equity: 


Capital 
Authorized: 
3,500,000 common shares without par value 


Issued and fully paid: 


2,677,072 common 1,938 1,938 
Retained earnings 3,407 2,627 
5,345 4,565 


$11,238 $11,001 


CONSOLIDATED STATEMENT OF INCOME (year ended December 31) 


Sales 


Expenses 
Cost of sales 


Marketing, general administration and 


shipping expenses 
Depreciation 
Interest - long term debt 
- other 


Operating income 


Minority interest in income of subsidiary company 


Income before income taxes 


Income taxes - current (note 5) 
- deferred 


Net income 


Income per share 


(See accompanying notes) 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS (year ended December 31) 


Balance, beginning of year 


Net income 


(See accompanying notes) 


(in thousands of dollars) 


1977 
$20,748 


14,651 


4,045 
270 
102 
378 


19,446 
1,302 


(in thousands of dollars) 


1977 
$2,627 


780 


$3,407 


1976 
$17,291 


11,848 


3,648 
260 
130 
284 


16,170 
1,121 


1976 
$1,952 


675 


$2,627 


Harvey 


Woods 


Digitized by the Internet Archive 
In 2023 with funding from 
University of Alberta Library 


https://archive.org/details/HarvO0005_ 1977 


The Harvey Woods brand of under- 
wear and hosiery will be supported 
throughout 1978 by strong con- 
sumer advertising. Distinctive out- 
door billboards are being used in 
major markets across Canada to 
highlight the quality, comfort, and 
style inherent in every Harvey Woods 
garment. In addition to this contin- 
ued strengthening of the brand’s 
image amongst consumers, the cam- 
paign demonstrates to retailers 
Harvey Woods commitment to na- 
tional advertising to increase sales. 


Harvey 


Woods 


HARVEY WOODS LIMITED 
WOODSTOCK, ONTARIO 


Among the features of the 
extremely versatile Kroy 
Machine, when used in 
conjunction with the 
Kroy process, is the re- 
duction in the use of 
costly chemicals and 

the capability of shrink- 
proofing wool tops at 
production rates up to 
50% faster than com- 
petitive processes. The 
Kroy Machine is a self- 
contained unit with all 
the controls, chemicals 
and environmental me- 
chanisms easily accessible. 


Dura-Fresh is a safe and durable additive to the 
treating of textiles, footwear, plastics, paints and 
other applications. The treatment effectively resists 
the growth of odour causing bacteria, moulds, and 
fungi. The new, modern and colourful trademark 
will replace the former Steri-Septic indentification. 


THOMSON RESEARCH ASSOCIATES EINIVeD 


Significantly increased promotional activity 
will strengthen consumer awareness of Jockey 
brand underwear in 1978. Various in-store and 
other promotional vehicles have been selected 
to achieve this goal and to further develop our 
strong presence in the marketplace. 


MAN IN MOTION will be the theme for 
active apparel in the Jockey range of sports- 
wear, shorts and fun tops. 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION (year ended December 31) (in thousands of dollars) 


Source of working capital: 


Operations — 
Net income 
Depreciation 
Minority interest in earnings of subsidiary 
Provision for deferred income taxes 


Sale of fixed assets 


Application of working capital: 


Reduction in long term debt 
Purchase of fixed assets 
Dividends paid to minority shareholders of subsidiary 


Increase in working capital 
Working capital, beginning of year 


Working capital, end of year 


(See accompanying notes) 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS | 


1. Summary of significant accounting policies 


(a) Principles of consolidation 


1977 


1976 


The consolidated financial statements include the accounts of the company and its 
subsidiaries, Thomson Research Associates Limited, Kroy Unshrinkable Wools Limited, 
Kroy Inc. and York Knitting Mills (1966) Limited. All material intercompany accounts and 


transactions have been eliminated. 
(b) Inventories 


Inventories are stated at the lower of cost and market. Cost is computed using currently ad- 
justed standards which approximate actual costs on a first-in, first-out basis. Market value is 


defined as follows: 
Raw materials — replacement cost 


Work in process and finished goods — net realizable value 


(c) Fixed assets 


Fixed assets are stated at historical cost. Depreciation is provided on a diminishing balance 
basis at rates which amortize the cost over their estimated useful life, as follows: 


Buildings 
Equipment 


(d) Deferred income taxes 


=~ 5% 
— 20% 


Income taxes charged to income represent both the portion currently payable and the portion 
which is deferred due to claiming capital cost allowance for tax purposes in amounts which 
exceed depreciation recorded in the accounts. The resultant deferrals of income tax are reflected 


on the balance sheet as deferred income taxes. 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cont'd) 


2. Inventories 


1977 1976 

Finished goods $3,883,000 $3,933,000 
Work in process 1,455,000 1,579,000 
Raw materials and supplies 1,308,000 1,116,000 
$6,646,000 $6,628,000 


3. Bank indebtedness 
As at December 31, 1977, bank indebtedness amounted to $2,511,600 by way of a demand loan and $631,945 in term loans as described in 


note 4. The company has pledged its accounts receivable and inventories as security and has also issued demand debentures totalling $4,500,000 
secured by fixed and floating charges ranking subsequent to the security given under mortgages described in note 4. 


Under the terms of the security, the company cannot pay dividends without the prior approval of the debenture holder. In any event, any such 
dividend would be restricted under the Anti-Inflation Act to an amount not exceeding 11¢ per share for the year ending October 13, 1978. 


4. Long term debt 
Bank term loans 1977 1976 


(i) bearing interest at a rate of 12% above the bank’s prime rate, 
repayable in equal monthly principal instalments of $7,060, to 
April, 1982, and insured as to the repayment to the extent of 
90% by the General Adjustment Assistance Board (GAAB). $ 367,120 $ 451,840 


(ii) bearing interest at a rate of 1%2% above the bank’s prime rate, 
repayable in equal monthly instalments of $1,605, to May, 1983, 
insured by GAAB as to repayment to the extent of 90%, and secured 


by a chattel mortgage on certain equipment. 104,325 123,585 
(iii) bearing interest at 10%, repayable after the other term loans have 
been fully repaid. 160,500 160,500 
631,945 735,925 
Other 


(i)  8%% first mortgage bonds, issued to the company’s bankers, 
secured by a first mortgage on the company’s lands, buildings, 
machinery and equipment and a first floating charge on its 
other assets, repayable by monthly instalments of $2,900 plus interest. 122,700 157,500 


(ii) 8%% second mortgage, to the Ontario Development Corporation, 
secured by a second mortgage on the company’s lands, buildings, 
machinery and equipment and a second floating charge on its other 
assets, repayable by monthly blended payments of principal and 


interest of approximately $6,400, maturing July, 1981. 238,280 293,040 
992,925 1,186,465 

Less portion due within one year included in current liabilities 198,294 193,541 
$ 794,631 $ 992,924 


Principal repayments in the years 1978 to 1982 are $198,294, $203,460, $209,075, $166,070 and $103,980 respectively. 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cont'd) | 


5. Income taxes 


Taxes on income for the) year hended December 31, 1977 ae ee Pedliced ay $85, 000. 
as a result of the 3% allowance on opening inventory. _ 


ere en ens mechan a LN OT OR as cree Arent oenens ane tat Barts 


6. Remuneration of directors and senior officers 


dt neers SP EWS RT RTE FA OR REET EE HE PA ce concn sasess aecete eet noe rascie 


TP eorcane direct remuneration St By ihe companies Pdunine 1977 t to Ndineekas ant senior NOTE as aefined Hy Becti6n 125 
of The Business Corporations Act amounted to $347, 000 (1976 — - $328, 000). 


1. Anti- ‘Inflation program — 


Effective October 14, 1975 the Federal nveincel eee the hae lintleien ‘Act ahd ey aed Regulauans 
which will be in force until December 31, 1978. Under this legislation, the company is subject to mandatory compliance 
with controls on prices, profit margins, employee compensation and shareholder dividends. It is management's opinion 
that the company has complied with the intent of the legislation and that no significant liability will arise. 


orm On RENEE REE SS ORE HES TA NEUE ATOR EE le Ee ee 
eee tree te Sa nen NE ND SERIE EES TF A OE NA ET EY PTE REN Sy em 


amare ee eee 


FIVE YEAR FINANCIAL REVIEW {in thousands of f dollars) ity NG LUNA 
1977 1976 1975 1974 1973 


Operating results: 

Sales $20,748 $17,291 $15,563 $13,280 $10,986 
Income before extraordinary items 780 675 796 401 213 
Net income 780 675 1,065 698 343 
Financial position: 

Working capital 4681 4,087 3,790 2,967 2,379 
Total assets 11,238 11,001 8,781 8,197 7,579 
Long term debt 993 TSTO7 1,375 1,562 1,414 
Shareholders’ equity 5,345 4,565 3,890 2,825 22 7 
Capital expenditures 355 537 290 464 91 
Income per share: 

— before extraordinary items .29 .25 .30 £15 .08 


eect Lu GI items MU ta LAM ICGrartla a _ .29 MOO Nees hema) pagar! .26 tS 


Both beet 


Income per share figures have been calculated and adjusted on the basis 


of common shares now issued according to the arrangement effected in 
1975 for changes in the capital structure. 


Di irectors 


W. pu Bean 

G. D. Birks 

N. H. Cruickshank 

R. W. Meeke Y 
J. W. Walker Q.C. 

J. D. Woods 

John A. Young 


eo fe a EES SR ER TS ELE RT RR TERE ES EEE REE EO LOR ESE A SE SCE OR NESSES SA SNE ARS RS SR RS SENT SAREE TS RRS SN SORA AE SENSO IR ETA LS CT TT SS 


Officers 
J. D. Woods 
Chairman of the Board 


R. W. Meeke 
President 


John A. Young 
Vice President and Secretary- Treasurer 


at ese ee ng Ue AE EE RS SH RE EE A Oa ME 


Head Office i eee ma 
18 Vansittart Avenue, Woodstock, Ontario 


Sales Executive Offices 


curser Served aris Aone crassa ee wee net Taare ee 


Harvey Woods Division - 74 Victoria Street, Suite 625, Toronto, Ontario Me 
Jockey Division - 74 Victoria Street, Suite 621, Toronto, Ontario 


Transfer Agents 


oecmen Bez Seb Se aR eS Bt 9 EEE RR IRR TN ET NE ee A IS ES 


The : Royal Trust Company 


FoNS\* 1106] 5 SERRA eM ONS AMMAR AL NAR Manet ATE UUM Nu RCD AILS SSS OG Uae SS, 


Clarkson, Gordon & Co. 


Bankers isan ele cad loci Ue ieee ne hee 
The Toronto- Dominion Bank 


Counsel 
. ies ea wees SLC EAE PvE: 9 SCT 9 Nae ee eS SE EN CLO ERNE CRN NET OE SON RE EEE EE AS EEE YEN EE SOE RT TL ER SES Se CTE NS STS AST TTS LS aT EA SG SE RE eS 


McCarthy & McCarthy 


Operating Locations 


oo yee em 2a ee SRT tL ee ge er Foe Se Se an 


Toronto: Kroy Unshrinkable Wools Limited 
Thomson Research Associates Limited 
Woodstock: Hosiery Division Manufacturing 
Underwear Division Manufacturing 
Branch SalesOffices 


Vancouver — — Edmonton — Winnipeg — Toronto — Montreal — Quebec 


Products 


PO certee Seem SE aS we Eee Sree EA es oe RR ED 


Hosiery — Underwear — Sweaters — Sportswear 


aoe 


ae ee 


SOCKEY 
kro y” 


OURAt\FRESH 


pease 


Harvey 
Woods 


HARVEY WOODS LIMITED 
WOODSTOCK, ONTARIO 


HARVEY WOODS LIMITED 


SIX MONTHS’ REPORT 1977 


TO THE SHAREHOLDERS: 


The Unaudited Consolidated Statements of Income and Changes in the Company’s 
Financial Position for the period January 1, 1977 and ended July 2, 1977 are 
submitted herewith. 


Following sales growth during the first quarter a decline in consumer spending re- 
sulted in a significant weakness in retail sales in the second quarter. Your Company’s 
performance is directly related to this softness - sales dollars (in part related to pro- 
duct mix) were 15% higher than for the first six months of 1976, however, unit 
sales were flat. Although there is evidence of some improvement for the remainder 
of the year, we now do not expect 1977 income before taxes to equal that of 1976. 


It should be noted that figures shown on the Consolidated Statement of Income 
include one half of the annual 3% tax credit on opening inventory that will be per- 
mitted when the new Federal Budget measures are ratified, an adjustment that had 
the effect of reducing the provision for income taxes by $42,000. 


The findings of the Textile and Clothing Board, released in June, confirm the effi- 
ciency of the industry in Canada and acknowledge the excessive level of textile 
imports. The government responded by extending import quotas into next year, 
allowing time to study the recommendations of the Board. 


An agreement is under negotiation with the International Wool Secretariat (1.W.S.) 

to promote and develop the sale of the recently approved Kroy machine and Kroy 

process. A machine has been ordered by the |.W.S. for demonstration and research 
purposes and additional machines are in various stages of manufacture. 

On Behalf of the Board of Directors, 

J. D. Woods, Chairman. 

R. W. Meeke, President. 


Toronto, Ontario 
August 29, 1977 


HARVEY WOODS LIMITED 
ELLA AN ANN LA OS 


CONSOLIDATED STATEMENT OF INCOME 


(Unaudited) 


Six Months 
(in thousands) 
1977 1976 
Sales. - sit >. ane Meee ce « em $9,412 $8,194 
Expenses: 
Cost.of sales | sa eo. . o 7,141 5,836 
Marketing, general administration and 
shipping ExPenses = 2.°. seeteiew. 5+ «eee g 1,764 1,732 
Deprectation Go.02 ie ee, «see 145 T37 
Interest - longterm debt ............ 54 63 
“Othel : sae RR eo. Ree 178 93 
9,282 7,861 
Operating Income... Geo. 20- meer, |. Lees 130 333 
Minority interest in income (loss) 
of subsidiary Companys etomme.. ss: aes 4 (3) 2 
Income before income taxes ............. too 3a 
Income:taxesi- Current. 2 eens «2. fee 4 95 
~ deteried aia ates 2. (eee. 9 28 
13 123 
Net income forsix months so nue... | atau $ 120 $ 208 
NOTE: Income per common share 


Quarterly statements are necessarily base< 
when the results for the full year are deter 
1976 have been restated accordingly. 


CONSOLIDATED STATEMENT OF 
CHANGES IN FINANCIAL POSITION 


(Unaudited) 


Source of Working Capital 


Operations: 
Net income for six months ........... 
DEDKECIAtlON aereietars dente renee es se 
Minority interest in income (loss) 
OMsubsidlary COMPANY. cc. 4 ol. a ks ae 
DCTERFECG\UINCOMEe. taxes os vik ses es oa 


Other: 
Salevotetixediassetswmn ys fears oe 


Application of Working Capital 
Reduction in longterm debt.......... 
Purohase of fixed assetS’ 2. ak ca oe 
WiiSCeWaMeOUS <i = maetiand 4s ateeevsuiete ss. 3 - See 


Increase (decrease) in working capital ....... 
Working capital, beginning of year ......... 


Working capital, end of six months ........ 


1977 1976 
$ .04 § .08 


y on estimates and are subject to adjustment 
ind audited. Results for the first six months of 


Six Months 

(in thousands) 
1977 1976 
$ 120 $ 208 
145 137 
(3) 2 
9 28 
271 375 
23 21 
294 396 
97 94 
177 358 
2 2 
276 454 
18 (58) 
4,087 3,790 
$4,105 $3,732 


AROI 


Harvey 
Woods 


HARVEY 
wooDs 
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SGOCKEY: 


